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On the Functional Complementary between the System of Shareholders

Disqualification and the System of Loss of Shareholder Rights
LI Huan
(Institute of Law, Chinese Academy of Social Sciences, Beijing 100088, China)

Abstract: China’s legislative practice has made beneficial attempts at the forced withdrawal of
shareholders of defective capital contributions, establishing both the system of shareholders
disqualification and the system of loss of shareholder rights. Currently, the relationship
between the system of shareholders disqualification and the system of loss of shareholder rights
is a focus of attention in both academic and practical circles. If it is believed that the system of
loss of shareholder rights can absorb the system of shareholders disqualification, or that the
system of loss of shareholder rights has already achieved the normative purposes and
institutional functions that the system of shareholders disqualification should have, then the
system of shareholders disqualification is unnecessary. From the perspective of internal interest
balance within the company, the loss of shareholder rights’ disciplinary mechanism for

shareholders with defective capital contributions is already quite complete. However, from



the perspective of external interest balance within the company, the system of loss of
shareholder rights has not fully considered the potential damage to the interests of external
creditors caused by the loss of shareholder rights’ resolutions. In contrast, the system of
shareholders disqualification has already involved creditor protection mechanisms, which
form a functional complement to the system of loss of shareholder rights. Therefore, although
the system of shareholders disqualification and the system of loss of shareholder rights have
certain functional overlaps, the system of shareholders disqualification still has its institutional
value; they are not a substitution relationship but a complementary one, and the system of
shareholders disqualification should be retained. From the perspective of institutional
effectiveness, the connection and interaction between the system of shareholders
disqualification and the system of loss of shareholder rights can reduce or avoid institutional
contradictions or loopholes, thereby ensuring the overall improvement of the mechanism for
forcing shareholders to exit in China.

Key words: forced withdrawal of shareholders; shareholders of defective capital contributions;
the system of shareholders disqualification; the system of loss of shareholder rights;
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